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SUBJECT: PAN AMERICAN PAY SETTLEMENT 

1 . KEN COUZENS, SECOND PERMANENT SECRETARY IN HM 
TREASURY, CALLED EMBASSY EC MIN TO SAY THAT PAN AMERICAN 
AIRWAYS APPARENTLY IS ABOUT TO ENTER INTO A PAY AGREEMENT 
INVOLVING SOME 150 EMPLOYEES AT LONDON AIRPORT WHICH 
WOULD BE FIRST PUBLIC BREACH OF 12 MONTH RULE. LOCAL IN 
QUESTION HAD RAISE IN MARCH AND RULE AGAINST INCREASES 
MORE OFTEN THAN ANNUALLY WAS MAJOR POINT OF STAGE II 
WAGE RESTRAINT POLICY. WHILE SMALL NUMBER IS INVOLVED 
PRECEDENT COULD BE SERIOUS; GOVERNMENT ANTICIPATES 
ENOUGH DIFFICULTY IN HOLDING LINE OF 12 MONTH RULE 
WITHOUT EARLY BREACH. 

2. ANTICIPATED SETTLEMENT RESULTS FROM LOCAL ENGINEERING 
WORKERS (AUEW) CLAIM. THOUGH AUEW HEADQUARTERS SUPPORTS 
12 MONTH RULE. GOVERNMENT HAS APPROACHED AUEW PRESIDENT 
HUGH SCANLON WHO IS PREPARED TO SEND DIRECTIVE TO LOCAL 

IF THEY HAVE TIME TO DO SO, I.E. IF COMPANY DOES NOT 
MAKE SETTLEMENT AN ACCOMPLISHED FACT. 
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3. COUZENS SAID CHANCELLOR HEALEY IS CONCERNED AND HAS 
SENT MESSAGE TO PAN AM CHAIRMAN SEAWELL THROUGH BRITISH 
CONSUL GENERAL IN NEW YORK. HE UNDERSTANDS LOCAL PAN AM 
REPRESENTATIVE IS FLYING TO NEW YORK TODAY TO DISCUSS 
PROBLEM. 
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4. COUZENS SAID FINALLY THAT HE WANTED US TO KNOW ABOUT 
SITUATION, THOUGH HE REALIZES WE CANNOT TELL PAN AM WHAT 
TO DO. HE WELCOMED SUGGESTION THAT WE TALK WITH PAN AM 
LOCALLY. 

5. LOCAL PAN AM MANAGER HAS BEEN IN A MEETING. WE 
EXPECT TO TALK WITH HIM SHORTLY AND WILL REPORT FURTHER 
SOONEST. 

6. COMMENT: OPEN BREACH NOW OF 12 MONTH POLICY EVEN BY 
SMALL GROUP WOULD BE SERIOUS BLOW TO GOVERNMENT'S 
EFFORTS TO AVOID WAGE EXPLOSION AND, WE BELIEVE, WOULD 
NOT BE GOOD FOR REPUTATION OF PAN AM OR AMERICAN BUSINESS 
GENERALLY. DEPARTMENT MAY WISH TO DISCUSS WITH PAN AM 
NEW YORK. 

BREWSTER 
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